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IBRD Loan to K.L.M. Royal Dutch ‘irliais 


The International Bank for Reconstruction and Devel- 
opment on March 20 made a loan of $7 million to K. L. M. 
Royal Dutch Airlines to help finance a program to re- 
place part of its air fleet. The loan is guaranteed by 
the Netherlands Government. 

The Chase National Bank of the City of New York 
will participate in the loan to the extent of half the total 
amount. Chase will make available to the International 
Bank, for disbursement to K.L.M., up to $3.5 million, for 
which Chase will receive notes of K.L.M. This is the 
first time a private bank has participated directly in a 
loan made by the International Bank. 

K.L.M. is re-equipping its air fleet in order to handle 
an expected increase in traffic over the next few years, 
to maintain its competitive position among international 
airlines, and to improve its dollar earning capacity. The 
program, which will cost about $33 million, involves 
the purchase in the United States of 23 planes with the 
necessary spare parts. The Bank’s loan will finance about 
20 per cent of the total cost, and the remainder will be 
met by K.L.M. out of its own resources. 

K.L.M’s earnings are an important addition to total 
Dutch receipts from shipping and other external trans- 
port services, which have traditionally made a substantial 
contribution to the Netherlands’ foreign exchange earn- 
ings. The program now being carried out by K.L.M. 


Free Gold Market 


In their Annual Bullion Review, Messrs. Samuel 
Montagu & Co. estimate that during 1951 the net absorp- 
tion of gold by the free markets of the world was around 
9% million ounces. It is believed that about 40 per cent 
was absorbed in Europe, 30 per cent in the Middle East, 
and the balance in the Far East. In 1952 another 4 mil- 
lion ounces should be liberated by the changes following 
the International Monetary Fund’s statement of Septem- 
ber 1951—provided that the free markets continue to 
pay an appreciable premium over the official national 
gold prices. With no likelihood of an immediate change 
in the official price and the prospect of a substantial in- 
crease in available supplies, it would appear at first sight 
that the short-term tendency of the free market price 
should be downward. However, the demand for gold is 
likely to increase considerably as the price approaches 
the $38 level. Public opinion appears to be that the pur- 


should result in’a considerable increase in its earnings, 
not only in dollars but also in sterling and in Western 
European and South American currencies. 

Since the war, the Netherlands has progressed steadily 
toward external equilibrium. However, the elimination of 
the country’s dollar deficit will be a most difficult task 
as long as major currencies continue to be inconvertible. 
High priority is therefore given to K.L.M.’s re-equipment 
program which is expected not only to pay for itself in 
terms of hard currency but to produce a dollar surplus 
over and above the service of the Bank’s loan. 

The 64 year loan will bear interest of 44 per cent 
per annum, which includes 1 per cent on the Inter- 
national Bank’s portion of the loan to be allocated to a 
special reserve as required by the Bank’s Articles of 
Agreement. The loan will be secured by a mortgage on 
six planes (five passenger and one cargo plane), which 
will be used primarily in the North Atlantic service of 
K.L.M. It will be amortized in ten semiannual payments 
of $700,000 each beginning January 1, 1954 and ending 
July 1, 1958. Notes payable to Chase will represent the 
five earliest maturities of the loan and will carry interest 
at the rate of 4 per cent per annum. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D. C., 
March 20, 1952. 


chase of gold at this figure is the best insurance against 
further political and economic ills. 


Source: The Times, London, England, March 20, 1952. 


Europe 


U.K. Advances 

In the three months December 1951-February 1952, 
U.K. bank advances showed some seasonal increase, 
rising by £39.6 million, to £2,055.8 million. The increase, 
however, was little more than one third of that in the 
corresponding three months a year earlier. Moreover, 
the increase was due entirely to additional accommoda- 
tions granted to public utilities, other than transport, 
where advances rose by £41 million, to £135 million. 
The present total of advances is £249 million greater 
than in February 1951. 
Source: The Financial Times, London, England, March 

18, 1952. 
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French Budget 

New estimates of the French budget for 1952, prepared 
by the Ministry of Finance, differ slightly from those 
previously published (see this News Survey, Vol. IV, 
pp. 150 and 270) because of new policy developments and 
the rise in prices. Under various finance laws, Parliament 
has appropriated a total of 3,698 billion francs: 1,375 
billion francs for civilian expenditure; 170 billion for 
government investments (roads, schools, etc.); 1,270 
billion for military expenditures; 392 billion for invest- 
ment in nationalized and private industry (Monnet Plan) ; 
400 billion for war damages and reconstruction; and 91 
billion for special advances of the Treasury (special 
accounts). In addition to the total of 3,698 billion francs 
there are expenditures of 162 billion francs: 77 billion 
represent new estimates of increased deficits for the rail- 
roads and for certain agencies, such as the Social Security 
System; 85 billion are for additional expenditures on 
account of investments under the Monnet Plan. Accord- 
ing to the plans of the previous Pleven Government, how- 
ever, these expenditures will be made only after loans 
are floated to provide the resources needed. 

Since taxes are estimated at 2,710 billion francs and 
American aid at 265 billion francs, the budgetary deficit 
is estimated at 885 billion francs. In an attempt to re- 
duce this large deficit, the Pinay Government has pre- 
pared detailed measures for reducing proposed expendi- 
tures by at least 80 billion francs: civilian expendi- 
tures would be cut by 26 billion francs, investment by 
28 billion, and reconstruction by 26 billion. The next 
step is to prepare measures for a further reduction of 
40-70 billion francs; it is likely that additional cuts in 
the investment and reconstruction budgets will be made. 
The alternative would be to remove certain investment 
and reconstruction expenditures from the general budget 
and to draw up a second budget, based on the principle 
of approving these expenditures only after the flotation 
of loans to provide the essential revenue. 

Sources: Le Monde, Paris, France, March 17 and 18, 
1952. 
Belgian Steel Export Prices 

A downward tendency in the export prices of Belgian 
steel, which are generally regarded as the most sensitive 
indicator of international steel market developments, has 
been discernible since the beginning of the year. Prices 
of merchant bars have fallen from £47 9s. to £44 13s. 
per ton; galvanized wire from £60 15s. to £57 5s; and 
bright wire from £50 to £48 5s. Several factors have 
caused this downturn: Belgium has imposed restrictions 
on steel exports to EPU countries. The tight supply situa- 
tion in the United States has eased, and imports of Bel- 
gian steel, representing approximately 30 per cent of 
U. S. steel imports, have fallen off. Australia and New 
Zealand, which had been importing wire mainly from 
Belgium, have cut their orders sharply. 
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Steel output has been increasing in most countries. 
The U.S. production rate is 4 million tons higher than 
a year ago; Germany’s output in 1952 may increase by 
114-2 million tons; and France produced 2 million extra 
tons last year. 

Source: The Financial Times, London, England, March 
10, 1952. 


Netherlands Housing Loans 

Subscriptions to two of the three National Housing 
Loans recently issued in the Netherlands have totaled 
73.1 million guilders. At the time of offering, the Min- 
ister of Reconstruction and Housing had expressed the 
hope that the public would subscribe 50 million guilders 
(see this News Survey, Vol. IV, p. 271). Subscriptions 
to the third type of Housing Loans will be received until 
June 1. 

On the Amsterdam bond market the average effective 
interest rate is now around 4.25 per cent, whereas shares 
of domestic industrial enterprises yield approximately 
6 per cent. 

Sources: De Maasbode, Rotterdam, Netherlands, March 
12, 1952; De Twentsche Bank N. V., Week- 
bericht, Amsterdam, Netherlands, March 14, 
1952. 


Economic Developments in Switzerland 

The rate of expansion in Swiss economic activity has 
slowed down considerably during recent months, accord- 
ing to the Bulletin of the Swiss Banking Corporation. 
While factors making for a further increase are still 
potent in some important sectors, especially capital goods 
output, their effect on the economy as a whole is weak- 
ened by the recession in many branches of consumer 
goods production. 

The influx of money resulting from the settlement of 
surpluses within the European Payments Union has been 
offset by the large and steady demand for dollars. The 
official selling rate for the dollar has risen gradually, to 
Sw fr 4.37. The dollar reserves of the Swiss National 
Bank decreased by Sw fr 28.8 million in 1951, to 
Sw fr 227.6 million (US$53 million), whereas its gold 
holdings increased by Sw fr 28 million to Sw fr 6 billion 
($1.37 billion). However, the gold holdings of the Swiss 
Confederation declined from Sw fr 387 million ($88.5 
million) to Sw fr 278 million ($64 million). Thus aggre- 
gate monetary reserves of Switzerland at the end of 1951 
amounted to Sw fr 6.51 billion ($1.49 billion), against 
Sw fr 6.62 billion ($1.51 billion) in December 1950. 
Source: The Financial Times, London, England, Feb- 

ruary 27, 1952. 
Swedish Foreign Trade 

The value of Swedish exports rose from SKr 5,707 
million in 1950 to SKr 9,206 million in 1951. About 
three fourths of the increase was due to higher values 
for wood pulp, paper, and newsprint; while prices for 
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these products more than doubled, the quantities exported 
decreased. The value of other traditional Swedish export 
goods, such as iron ore and iron and steel, also in- 
creased considerably. 

Imports (c.i.f.) rose from SKr 6,102 million to 
SKr 9,189 million, about three fifths of the increase 
resulting from higher prices. The sharpest increase was 
in textiles, which rose by more than SKr 500 million, 
primarily because of higher prices. Other substantial 
increases were in iron and steel and fuel imports. 

The export surplus of SKr 17 million in 1951 con- 
trasts with an import surplus of SKr 395 million in 1950. 
The terms of trade were 23 per cent higher than in 
1950 and 8 per cent above 1948, the two other postwar 
years in which the terms of trade were most favorable. 

A large part of the increase in total trade in 1951 
resulted from greater trade with Europe; imports from 
that area rose by 66 per cent and exports by 70 per cent, 
so that there was an export surplus of SKr 519 million, 
compared with SKr 12 million in 1950. Trade with 
individual European countries showed sharp changes; 
for example, in trade with the United Kingdom there 
was a shift from an import surplus of SKr 402 million 
to an export surplus of SKr 254 million; with Western 
Germany, an export surplus was replaced by an import 
surplus. 

Total exports to the Western Hemisphere rose by 55 
per cent, and imports slightly less. The trade deficit 
with the United States rose from SKr 168 million in 1950 
to SKr 384 million in 1951; in trade with Argentina, 
Sweden had a surplus of SKr 267 million in 1951, 
against a deficit of SKr 42 million in 1950; and the 
surplus with Brazil was greater than in 1950. 

Sources: Sverige-Nytt, Stockholm, Sweden, February 5 
and March 11, 1952. 


Labor Ownership in Italy 
An experiment in labor ownership, which is believed 
to be the first undertaken in Italy, is now being made 
by the Montecatini Company, Italy’s largest chemical and 
fertilizer combine. The Board of Directors has voted 
to distribute, free, 20 shares of company stock to each 
of the 50,000 employees, a total of 1 million shares or 
1/80 of the company’s capital. The stock was pur- 
chased recently and the cost charged to 1951 profits. At 
present market value, the gift to each employee amounts 
to some 20,000 lire or US$32. The stock dividend for 
1951 was 84 lire per share or about 81% per cent. 
Source: Economic News from Italy, New York, N. Y., 
March 7, 1952. 


Greek Investments 

Greek investments made from ECA counterpart funds 
are reported at 3,049 billion drachmas for the period 
from July 1948 to December 1951. Housing and public 
buildings accounted for 777 billion; land reclamation 
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works for 606 billion; transportation and communication 
for 706 billion; loans to entrepreneurs for 332 billion; 
and hydroelectric and thermoelectric projects for 95 bil- 
lion. The remainder was invested in projects connected 
with public health, water works, tourism, education, etc. 

Investment from ECA counterpart funds in the period 
July to December 1951 was only 306 billion drachmas, 
against 643 billion in the corresponding period a year 
earlier. The net decrease was due to the fact that a 
smaller amount of counterpart funds was available for 
this purpose, as a result of the larger budgetary deficit 
and reduced U.S. economic assistance to Greece. The 
largest decreases were in housing and public buildings 
(from 316 billion to 50 billion), in transportation and 
communication (from 108 billion to 43 billion), and in 
loans granted to entrepreneurs (from 80 billion to 36 
billion). Investment in hydroelectric and thermoelectric 
projects increased from 8 billion to 44 billion drachmas, 
and investment in mines, which was nonexistent in July- 
December 1950, amounted to 18 billion drachmas in 
July-December 1951. 


Source: To Vima, Athens, Greece, February 24, 1952. 


Foreign Subsidiaries of German Enterprises 

The German Federal Ministry for Economic Affairs 
has issued a regulation prescribing conditions for the 
establishment and maintenance of foreign subsidiaries 
and for the acquisition of shares in foreign enterprises. 
Permission by the Ministry for Economic Affairs, in 
agreement with the Bank Deutscher Lander, will be 
granted only when the establishment and maintenance 
of foreign assets will have a prompt effect on the receipt 
or saving of foreign exchange. Foreign investment is 
therefore expected to be generally in the form of goods 
and services or of claims arising from exports rather 
than of money transfers. Foreign credits will be per- 
mitted in certain circumstances, provided interest and 
amortization are paid from the proceeds of foreign enter- 
prises. Investments in the form of patents and inven- 
tions will be permitted only if they do not jeopardize 
German exports. Foreign subsidiaries are required to be 
self-sustaining, and their operations must not conflict 
with the laws of the country in which they are established. 
Their operations are subject to German foreign exchange 
regulations to the same extent as those of domestic 
German enterprises, and in general their profits must be 
transferred to Germany. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Feb- 
ruary 20, 1952. 


Soviet Budget for 1952 

The Soviet Government’s budget proposal for 1952, 
as accepted by the Soviet of the Union and the Soviet 
of Nationalities, provides for total revenues of 508.8 
billion rubles, which is 8.7 per cent more than actual 
revenues in 1951; expenditures are estimated at 476.9 
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billion rubles, an increase of 8.1 per cent over 1951. The 
largest revenue item will again be proceeds from the 
turnover tax, 260 billion rubles or 51.1 per cent of total 
revenue; in 1951 such proceeds had amounted to 53.3 
per cent of total revenue, and in 1950 to about 56 per 
cent. Profits of enterprises in 1952 are estimated at 
61.8 billion rubles (47.2 billion in 1951); direct taxes 
at 47.4 billion rubles (43.4 billion in 1951); and state 
loans at 42.5 billion rubles (33.5 billion in 1951). 

The most important expenditure item is the cost of 
financing the national economy, 180.4 billion rubles, or 
37.8 per cent of total expenditures. This item includes 
98.1 billion rubles for investment in fixed capital (an- 
other 45 billion will be financed by enterprises and 
economic organizations from their own resources). Ex- 
penditures on social services are estimated at 124.8 billion 
rubles, an increase of 3.1 per cent over 1951. Defense 
expenditures (113.8 billion rubles) represent 23.8 per 
cent of total expenditures, compared with 21.5 per cent 
(96.4 billion) in 1951. 

Soviet budgetary figures cannot be compared with 
the budgets of non-communist countries because there 
is no satisfactory conversion factor for expressing ruble 
values in terms of other currencies and because the two 
types of budgets differ in their financial and admin- 
istrative scope. The Soviet budget includes many items 
which represent the gross expenditures and gross revenues 
of large organizations; it also includes all local budgets, 
a large part of the profits of all enterprises, and almost 
all national savings, both voluntary and involuntary 
(voluntary savings are insignificant). Even if there were 
an appropriate conversion factor which would make it 
possible to compare the magnitudes, in value terms, of 
some items in the budgets, a comparison of the relative 
importance of these items would be misleading because 
the Soviet budget is swollen by items which do not 
appear in budgets of non-communist countries. 


Source: Pravda, Moscow, U.S.S.R., March 7, 1952. 


Middle East 


Cotton Market in Egypt 

The Egyptian Government order of February 18, abol- 
ishing minimum prices and allowing 3 per cent fluctua- 
tions daily in cotton futures prices (see this News Survey, 
Vol. IV, p. 273), did not improve the situation in the 
market. Firms and traders holding futures declared their 
inability to pay clearing differences with every 2 per 
cent drop in prices, and the market ceased to function. 
Although the Market Commission then decided to permit 
only 1 per cent daily fluctuations, the market remained 
frozen. In order to protect merchants from the sharp 
drop in prices, the Market Commission decided on Feb- 
ruary 28 to close the market for several days. When it 
reopened on March 8, prices were allowed to fall by only 
1 per cent from previous levels, but no business was 





transacted at this price. Real prices of cotton have 
remained appreciably below the minima previously fixed. 
The Government has about 1.25 million kantars 
(1 kantar = 99.05 pounds) of cotton that it bought last 
season, and the book value of such stocks is bound to 
suffer. 

Egypt’s Under-Secretary of Finance for Cotton Affairs 
stated on February 29 that the Government will not 
assume any new financial burdens. Since the Govern- 
ment’s attempt to induce buyers and sellers of Karnak 
long staple March contracts to reach a clearing and 
liquidation agreement was unsuccessful, the Council of 
Ministers issued, on March 8, a decree providing for 
compulsory liquidation and clearing of such contracts 
on the basis of 140 tallaris per kantar (1 tallari = 
US$0.575). The differences resulting from the liquida- 
tion are to be paid promptly. The Market Committee 
may, however, permit payment of these differences in 
installments, on condition that payment is made no later 
than 30 days from the date due. 

Sources: The Journal of Commerce, New York, N. Y., 
February 20, 21, and March 11, 1952; Al 
Ahram, Cairo, Egypt, February 27, 28, 29, 
March 1 and 9, 1952; The Financial Times, 
March 4, 1952, and The Times, March 10, 1952, 
London, England. 


Repayment of Loans by Israel 

In the first week of March, the Government of Israel 
made its first payment, as scheduled, of principal and 
interest on two loans totaling $135 million received from 
the Export-Import Bank of Washington. The first loan, 
of $100 million, was obtained in January 1949 and the 
second, of $35 million, in December 1950. The amount 
of repayment on account of principal was $1,458,341 
and the semiannual interest payment was $1,494,722.47. 

The loans have a maturity period of twelve years and 
carry an interest rate of 344 per cent. The funds have 
been used for the development of agriculture, industry, 
and communications, with agriculture being allocated 
slightly more than half the total. 
Source: Israel Office of Information, /srael Digest, New 

York, N. Y., March 7, 1952. 


Prices in Iraq 
Commodity prices, especially those of foodstuffs, in 
Iraq have risen sharply. Prices of bread and mutton 
went up by about 25 per cent in January, largely as a 
result of recent substantial exports of wheat and sheep. 
In order to check further price increases, the Higher 
Supply Committee has imposed a ban on the export of 
wheat and has decontrolled the importation of certain 
essential commodities. 
Source: The Iraq Times, Baghdad, Iraq, January 30, 
1952. 
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Allocation of Iraqi Oil Revenues 

On February 3, the Iraqi Senate passed an amendment 
to the Development Board Law of 1950. Under the 
amendment the Government will receive 30 per cent of 
the oil revenues and the Board 70 per cent; previously 
all receipts were allocated to the Board. The main 
reasons for the change are to increase salaries of govern- 
ment officials and to provide for increased government 
services. Iraq expects to receive about US$87 million in 
oil revenues in 1952. 
Source: The Iraq Times, Baghdad, Iraq, February 6, 

1952. 


Iranian Sugar Imports 

Iran’s imports of sugar, which normally comprise a 
substantial proportion of the country’s imports, are ex- 
pected to drop to 85,000 short tons in 1951-52, from 
189,000 short tons in 1950-51. Part of the decrease will 
be met by greater domestic production, estimated at 
64,000 tons in 1951-52 compared with 27,000 tons in 
1950-51. The sharp decrease in imports is due to the 
scarcity of foreign exchange resulting from the cessa- 
tion of oil revenues; the high cost of imports following 
the introduction of a free foreign exchange rate and the 
subsequent de facto depreciation of the rial vis-a-vis 
foreign currencies; and the embargo placed by the 
United Kingdom on the use of sterling for sugar imports 
into Iran. 
Source: The Journal of Commerce, New York, N. Y., 

March 11, 1952. 


Sale of Iranian Oil 

The Iranian Consulate General in Hamburg, Germany 
announced on March 13 that the Iranian Administration 
for the Seven-Year Plan and a German firm had con- 
tracted to exchange $20 million worth of Iranian crude 
oil for German water pipes and other manufactured 
goods. Transportation for the oil is to be arranged 
by the firm. 
Source: The Journal of Commerce, New York, N. Y., 

March 14, 1952. 


Cotton Price Policy in Pakistan 

Raw cotton prices in Pakistan have been falling steadily 
in recent months, the price of grade 289F dropping from 
PRs 130 (PR 1 = US$0.302) per maund (1 maund = 
82 pounds) at the middle of January to PRs 92 at the 
end of February, a decline of about 30 per cent. The 
decline is attributed to the announcement, late in Janu- 
ary, of cotton crops much larger than anticipated in 
China and the Soviet Union; to the speedy arrival of 
cotton in Karachi from up country and the inadequacy of 
shipping facilities; and to the local money stringency. 
Steeply falling prices forced the closing of the cotton 
exchange market in Karachi on February 25. 

In order to ease trading difficulties, the Government 
introduced, early in March, a price support scheme which 


will ensure a price of PRs 90 per maund for 289F roller 
ginned standard cotton in Karachi, with price differentials 
determined by the Government on the basis of type, 
staples, and qualities. Arrangements were also made 
under which banks are expected to accommodate their 
clients in respect of margins retained by them in the 
past or to be called in the future. The Government will 
guarantee banks against losses resulting from the waiving 
of margins on the basis of the fixed prices. However, the 
Government did not think that the situation was alarm- 
ing enough to justify a reduction in the export duty on 
cotton. 

As a result of the Government support scheme, the 
cotton market reopened in Karachi, and general senti- 
ment was bullish. 


Sources: Dawn, Karachi, Pakistan, March 2 and 3, 1952. 


Far East 


Gold Prices in India 
The price of gold in the Bombay bullion market de- 
clined from about Rs 105 per tola on February 26 to 
Rs 85 on March 5; it is currently quoted at around 
Rs 90. Among the chief reasons for the decline are a 
general fall in commodity prices, distress selling by specu- 
lators caught with long positions and forced to furnish 
extra margins to the banks, the Reserve Bank’s advice to 
the commercial banks early in December to recall all 
loans against bullion, and a general directive against 
further loans to bullion dealers. Distress selling from up- 
country centers and the fall in the price of gold at Beirut, 
the main center for smuggling, also contributed. In view 
of the difficulties of settling outstanding commitments, a 
state of emergency has been declared by the Board of the 
Bombay Bullion Association, and the market has been 
closed indefinitely. 
Sources: The Eastern Economist, New Delhi, India, 
March 8, 1952; The Times of India, Bombay, 
India, March 8, 1952. 


Indian Export Duties 

The Indian Government has reduced the export duty 
on raw cotton from Rs 400 to Rs 200 per bale, and on 
soft cotton waste from 50 per cent to 30 per cent ad 
valorem. With increased domestic production and a 
greater supply of foreign cotton available for the mills, 
a surplus of Indian cotton is expected to be available 
for export; such exports can be stimulated only by a 
reduction in the export duty. 

The export duties on groundnut oil (Rs 300 per ton), 
on kardi and niger seed (Rs 10 per ton), and on raw 
wool have been abolished. The abolition is considered 
a major step toward the retention of India’s export 
markets for these commodities. The measures are likely 
to result in a sizable reduction in the Government’s 
revenue from these export duties, which were budgeted 
at about Rs 750 million for the fiscal year 1952-53. 
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Source: The Times of India, Bombay, India, March 15, 
1952. 


Indian Cloth Exports 

During 1951, India exported 736 million yards of 
cloth, valued at Rs 735 million and representing 18 per 
cent of total cloth production. In 1950, exports totaled 
1,v00 million yards, valued at Rs 954 million and com- 
prising 28.9 per cent of total production. In the two 
years, cloth was shipped to 61 countries, including the 
United States, the United Kingdom, Canada, Australia, 
New Zealand, and Egypt. 
Source: Reserve Bank of India, /ndian News Digest, 


Bombay, India, March 1, 1952. 
Rice Trade of Thailand 


After a seven-day rice export embargo ordered by the 
Government of Thailand at the end of February, the 
Council of Ministers decided that merchants will be 
permitted to export rice only under the allocation system 
and according to quotas already agreed upon by the 
Ministry of Commerce and the buying countries; other 
rice exports will be made solely by the Government. 
The embargo had been ordered shortly after the Gov- 
ernment had agreed that private merchants could export 
up to 100,000 tons of rice if they would cooperate with 
the Government by supplying rice for export commit- 
ments entered into by the Government; the order was 
issued following the complaint of the British Commis- 
sioner General that Malaya, which formerly had obtained 
sufficient rice for the colony, was not receiving enough 
this year. Thai rice merchants, on the other hand, 
pointed out that premiums of US$8-16 per ton paid by 
some importing countries were not paid by the British. 

From December 1951 to February 1952, 392,765 tons 
of rice were exported, of which 162,350 tons went through 
private channels. 

Source: Far East Trader, New York, N. Y., March 19, 
1952. 


Taiwan’s Foreign Exchange Transactions 

Taiwan’s foreign exchange receipts, including inward 
remittances, in 1951 were the equivalent of US$137.2 
million, and expenditures were US$122.0 million. Of 
the surplus of $15.2 million, $10.5 million was used to 
meet the deficits incurred in 1950 and $4.7 million was 
carried forward to 1952. 

Export proceeds surrendered to the Bank of Taiwan 
amounted to $93.1 million in 1951, compared with $93.0 
million in 1950, while approved imports financed by the 
Bank totaled $84.3 million in 1951, against $91.6 million 
in 1950. Of the various currencies, the Bank of Taiwan 
had deficits of HK$37 million and Mal$1.2 million, and 


small surpluses in sterling and U. S. dollars. 
Source: Bank of China, Monthly Economic Review, 
Taipei, Taiwan, January and February 1952. 


Export-Import Bank Loan to Indonesia 

The Export-Import Bank of Washington on March 17 
announced the granting of four credits, totaling $22.8 
million, to the Government of Indonesia. The credits will 
be used to purchase U.S. equipment and materials re- 
quired for the reconstruction and development of the 
Indonesian economy. Among the goods purchased will 
be electrical equipment to restore damaged electrical 
energy plants; automotive equipment to restore trans- 
portation facilities; sawmill equipment and locomotives 
for use in the Java teak area; and marine engines for 
cargo and passenger vessels. The credits bear interest of 
3% per cent per annum and will be repayable in 30 
semiannual installments beginning in 1956. 

The four credits recently announced are in addition to 
the $52.2 million of credits granted through January 
1951. All authorizations, which now total $75 million, 
are from the $100 million that had been earmarked for 
Indonesia by the Export-Import Bank in February 1950 
(see this News Survey, Vol. Il, p. 249 and Vol. III, 
p. 226). 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., March 17, 1952. 


Philippine Revenue Collection 

Total revenue of the Philippine Government for the 
second half of 1951 amounted to P333.4 million (Pl = 
US$0.50). The most important single source was the 
tax on sales of foreign exchange which yielded P120.7 
million, or 36 per cent of total receipts. Excise tax col- 
lections (foreign and domestic) amounted to P59.9 mil- 
lion, while license, business, and occupation taxes brought 
in P78 million, and various other taxes yielded P47.6 
million. Special Fund receipts accounted for P26 million 
and all other revenues and earnings for P1.2 million. 
Source: Five W’s on Philippine Trade, San Francisco, 

California, March 19, 1952. 


United States and Canada 
U.S. Balance of Payments 


The U. S. export surplus of goods and services rose to 
an annual rate of $7.5 billion in the fourth quarter of 
1951, the highest rate since the currency devaluations in 
September 1949. This contributed to a loss of monetary 
reserves for the sterling area, France, and some Latin 
American countries, which led them to adopt restrictions 
that will eventually be reflected in reduced purchases 
from the United States. For the rest of the world in the 
aggregate, the gold and dollar position did not deteriorate 
seriously in the fourth quarter, largely because a sizable 
outflow of capital was resumed after a virtual cessation 
during the preceding quarter. Some countries, particu- 
larly Canada, Japan, and Colombia, were able to add 
to their reserves. 

In 1951 the U. S. balance of payments position im- 
proved, from a net gold and dollar loss of $890 million 
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in the first quarter to a net gain of $325 million in the 
last quarter. Conversely, the position of the sterling 
area, which suffered most, changed from a net gain of 
$458 million to a net loss of $934 million. The quar- 
terly rate of exports from the United States increased by 
over $1 billion during the year, with half of the increase 
going to the sterling area. The shift in international 
economic positions, however, was probably not so great 
as indicated by the gold and dollar losses, since much 
of the increased volume of imports by foreign countries 
reflected the rebuilding of inventories. For some sterling 
area countries, imports had already started to decline 
during the fourth quarter of 1951, indicating that inven- 
tories had reached desired levels and that adjustments 
in international transactions were under way even before 
recently adopted import restrictions went into effect. 
U. S. imports during the year were below current 
domestic requirements, which was the opposite of develop- 
ments in the United Kingdom and some other countries. 
If U. S. and U. K. imports had both been adjusted to 
meet current demand, the loss in reserves by the sterling 
area would have been considerably smaller, and there 
might not have been a net U. S. gain in gold and dollars. 
Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., March 1952. 


Canadian Dollar at Premium in New York 

The Canadian dollar was steady at a premium of 1/32 
of a cent in New York between March 6 and March 11. 
The premium then rose to 5/8 of a cent on March 14. 
Subsequent movements have been irregular, the premium 
being 5/32 of a cent on March 21, but closing at 5/16 
of a cent on March 24. 


Source: The Globe and Mail, Toronto, Canada. 


Canadian Investment Forecast for 1952 

The value of gross capital formation in Canada is 
officially expected to rise from $4,581 million in 1951 to 
$5,003 million in 1952, an increase of 9 per cent. In 
real terms this represents an increase of about 3 per 
cent. Well over half the increase is attributable to a 
higher rate of government investment, which is expected 
to rise by $250 million, to $1,458 million, an increase of 
21 per cent. Private investment, on the other hand, is 
expected to increase by $172 million, to $3,545 million, 
an increase of only 5 per cent. The higher government 
investment is due in part to the requirements of the 
defense program, but principally to greater expenditures 
by the provincial governments. 

Business investment (including government-owned 
businesses) is expected to rise from $2,920 million to 
$3,227 million, an increase of $307 million or 11 per 
cent. Outlays of public utility undertakings are expected 
to rise by $214 million and those of manufacturing in- 
dustry by $174 million, an increase in each case of 23 per 


cent. On the other hand, investment in primary indus- 


tries is expected to be virtually unchanged, with an esti- 
mated increase of only $6 million, and outlays by com- 
mercial and financial undertakings are scheduled to fall 
heavily, by $87 million or 22 per cent. 

Housing expenditure is expected to fall by $82 mil- 
lion or 10 per cent, which reflects a drop in new starts 
from 72,000 units in 195] to a current annual rate of 
55,000 units. (All figures in Canadian dollars.) 
Source: The Financial Post, Toronto, Canada, March 22, 

1952. 


Latin America 


Sales of “Capitalizacion” Bonds in Guatemala 
Sales by the Crédito Hipotecario Nacional in Guate- 
mala of “capitalizacion” bonds (a type of savings bond) 
amounted to approximately 2.3 million quetzales in 1951. 
Thus during the ten years since this system of savings 
was introduced, sales have totaled 12.4 million quetzales; 
the number of bonds sold is 59,140. The price of the 
bonds ranges from 100 to 500 quetzales, and the maturity 
from six to ten years. 
Source: El Jmparcial, Guatemala City, Guatemala, Febru- 
ary 27, 1952. 


Peru’s New Petroleum Law 

A new petroleum law for Peru was signed by Presi- 
dent Manuel Odria on March 13. Oil legislation had 
been under active discussion since 1949. Among the 
main features of the new law are the following: Profits 
will be shared equally by the Government and the oil 
company, an arrangement which is similar to those in 
effect in other oil producing countries. A depletion 
allowance of 15 per cent will be allowed on the coastal 
area and of 271% per cent in remote areas (the United 
States allows a uniform 2744 per cent depletion allow- 
ance). In lieu of a royalty provision, a 22 per cent 
“export duty” on oil is established, which will be collected 
regardless of the profit or loss of a company (Venezuela’s 
royalty is 16-2/3 per cent) ; if a profit is shown, the duty 
will be included in computing the profit shared with the 
Government. Certain surface exploitation taxes, unem- 
ployment taxes, and other miscellaneous government 
taxes are not deductible for tax purposes. Other provi- 
sions, of a standard nature, permit a 50 per cent con- 
version from exploration to exploitation concessions, 
set aside certain reserve areas to the State, and try to 
encourage national participation in the industry. 
Source: The Journal of Commerce, New York, N. Y., 

March 14, 1952. 


Paraguay’s External Debt Payments 

The Banco del Paraguay in 1951 paid off all interest 
and amortization payments due by that year on account 
of foreign debt, including some commerci:l backlogs. 
Total payments in sterling amounted te £40,387; in 
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dollars to $3.4 million; in Argentine pesos to 2.5 million 
pesos. 

A long-term debt to Brazil is the only debt at present in 
arrears; negotiations concerning payment are now being 
carried on between Paraguayan and Brazilian authorities. 
Source: La Tribuna, Asuncion, Paraguay, January 24, 

1952. 


General Freeze of Prices in Argentina 

On March 15, the Argentine Government froze prices 
on a wide range of goods and services, which includes 
such staple foodstuffs as wheat, flour, bread, rice, milk, 
lard, cheese, vegetable oils, cocoa, etc. Also included 
are clothing, yard goods, home furniture and appliances, 
and such personal services as those rendered by barber 
shops, laundries, etc. 

On the same day a 30 per cent increase in all passenger 
and freight rates went into effect on Argentine railways, 
except local lines servicing the greater Buenos Aires area. 
Sleeping car rates were increased 50 per cent. 

The price freeze measure implements the 1952 Eco- 
nomic Plan, launched by the Government on February 18, 
which contemplated the stabilization of prices after the 
completion of wage adjustments and revisions of certain 
prices (see this News Survey, Vol. IV, p. 267). 

Source: The Washington Post, Washington, D. C., 
March 15, 1952. 


Other Countries 


Australian Import Restrictions 

Further action toward halting the drain on the sterling 
area’s gold and dollar reserves was announced by the 
Australian Prime Minister on March 20. The Govern- 
ment will recall for examination all import licenses 
already issued for goods from the dollar area, Japan, 
and Russia, all of which had been subject to licensing 
prior to the March 8 import cuts (see this News Survey, 
Vol. IV, p. 284). The only exceptions in the new order 
are most petroleum products and goods purchased from 
North America under the $100 million International 
Bank loan. On instructions from the Commonwealth 
Bank, the trading banks have ceased issuing letters of 
credit or arranging remittances in dollars for imports 
from North America unless the goods were in transit 
on March 20 or had already arrived. These measures 
are designed to eliminate the Australian drain on the 
sterling area gold and dollar pool. Most Australian 
dollar imports have been in the category subject to admin- 
istrative regulation, and are confined to essential raw 
materials and to equipment for development that is other- 
wise unobtainable. It was reported that, before the new 
measures were taken, the dollar deficit for the financial 
year ending June 30, 1952 was estimated at £A56 million, 
with exports at £A80 million and imports, including in- 
visibles, at £A136 million. 


The Prime Minister, in replying to critics of the 
March 8 import cuts, stated that the Australian import 
restrictions would become most effective in the second 
half of 1952 and that this was the immediately critical 
period for the sterling area as a whole. The need to 
increase exports was recognized, but with the single 
exception of wheat (if there is prompt additional plant- 
ing) Australia could not quickly expand her exports, 
which are overwhelmingly farm and pastoral products. 
Imports are running at an annual rate of £A1,200 million, 
c.i.f., of which £A780 million are estimated to be from 
sterling area sources, principally the United Kingdom. 
To achieve a balance in the Australian international 
accounts, it would be necessary either to make substantial 
cuts in current imports from the United Kingdom or to 
run the risk of having to call on the United Kingdom to 
find the sterling with which to pay for the excess. 
Sources: The Times, March 18 and 21, 1952, and The 

Financial Times, March 21, 1952, London, 
England. 


Import Restrictions of British-African Territories 

The East African Government has announced that all 
imports from non-sterling area countries—which in 1951 
were the largest of any year since the war—are to be 
restricted. The aim is to prevent imports this year from 
exceeding those in 1951. The open general licenses 
which had been issued for a limited number of com- 
modities were withdrawn last month, and additional 
restrictive measures are contemplated if the balance of 
payments should deteriorate further. The effect of the 
new restrictions is not expected to be felt before the 
end of 1952. U. K. imports have been affected by 
competition from Japan, Italy, Germany, Belgium, the 
Netherlands, and the Scandinavian countries. 

The Government of Northern Rhodesia has prohibited 
the import of cars and trucks from the United States and 
any European country. The dollar import restrictions 
will not affect the copper mining industry, which will be 
allowed to import essential machinery. 


Source: The Times, London, England, March 15, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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